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Yo have considered your application for raaognitian of exaption f m m  
Federal incom t a x  under reation 501(0)(6) of the I n t e d  Revlauror Code. 

The evidence p m s s n t s d  ahowa that y o y w e n  3ncorporated ********* * *  
****, under t h e  laws o f  the State of ********  . 

l r t i c l e  4 of your Art ic les  of Sncofpmt ion  l i a a  your purposes nnd 
powers and is quoted, f n  part  below! 

"...Promqte incmaeed e f f ia i ency  and aaencnuy i n  maarbsr emall bwinesaee;  
t o  conduct educational pmgrams for the frnpmtlamont of Emall bvqinass 
pemonnol; raymaent small buaineraoe to voluutargt and publia 
orgar,izations a s  w e l l  as tn the geman1 public; d u c t  propama o f  
fact finding and reporting; enmurags ra i en t i f i o  mrearoh and 
;xwfstsionaJ. education; ooordhate small b u s h a s r s  and their 
operat ions with the sfforte of rrlated organinations 1 coopvrate 
with other oqaaiantionr having rrimilar purpssr ; and do evarq-thing 
la?.-ful.ly pwsible t o  pxvmte  presem and impmme the ******** 
small buafneso and the fxrs rntarprbe systim," 

". . . nrganiae and host h w  . raieing pmg;raarr, and events including 
but not l h i t e d  nmv!, h g  a m a i n  emviaen t o  the mnbera and 

"To ancape in anv kind of lawful aativity and to  do any other act8 
and t h i n k ; s  re lat ing  t h a m Y o  or, athrmlsa whiah may ba found nao- 
essary tw rjxpedient and t o  exemisa n u  powers granted to non- 
p~-o f j i -  cor~~orat iona by the lam of .rhe Stata of *********** ," 

DEPARTMENT OF TI(€ 

I 



******** ***** ******** **** 

Your Bylaws l i m i t  mecbars t o  "Any owner, partnqr,  shareholdar, d h a t o r ,  
suparvinor, manager, o r  employee involved in *******  mnall business 
operations." Direators are e lec ted  by tha membership. Tho d i r e a t o m  
e l e c t  off icers  and adopt a l l  smsndmenta t o  the Bylaws. 

Your activities are ca r r i ed  on t b a g h  f i n  dlvlaiona: 

1. Dlvioion of Tax Accounting! U~mbars dontact t h i s  d iv is ion  f o r  
frae answers and advlce ragamling epeci f ia  t a x  and accounting 
p rob lem.  The divis ion  is a v a i l Q l s  t o  b l p  set  up books of  
mcmbere. 

2 .  Division of Logal Sarvices r h i a  divislon ansvmra questions ar. . 
give8 tdvico t o  individuall ~ ~ h m r  You indica ta  t h a t  you do not 
@nRdRQ i n  l i t i g a t i o n  an4 do not make, r e f e r r a u .  You lobby the  
utata l a g i s l a t m  regarding mattem a f fec t ing  the  small businsstman. 

3. Division of Hed3.a1 You intend t o  publish a quartorly magazine 
t o  include wticJaro of ", . .fkwrea, t a x  acaounting, law and 
other speehl. services  and trends, advert isementr and marketihg 
advice.'' Distr ibution w f f l  be t o  m h .  It will be financed 
by ".. .Advsfiisement~ and darer," Your pram r s l aase  o f  ********  
**** **** s t a t e s  t h e  magasina's p ~ ~ p o s e  i a  t o  It.. .Inform, en te r t a in ,  
cducara and pmvide a marketplace f o r  diire:ws bqyers and s e l l e r s . "  
" , . . ~ m l ~ e r s h i p  ao l io i t a t ion  matepial a t a t e s  thare ". . . w i l l  be 
n fcm you can v.sa t o  submit a 60, 20 word OF l e s s ,  c l a s s i f i e d  
ndvo1.t isemcnt i n  the  qwrtrrly mesgaeine . " 
C:.:xtl,on~ly your only publication i e  a quar ter ly  newslet ter  f o r  
rncrnbol.~. 

4 .  Division of Sales and Instrance: The rLLvision s o l i a i t a  me***** s 
and  s e l l e  group insurance t o  members. You Ptata t h a t  ". . .**** 
nalasmen are a c t i v e l y  s o l i a l t i n g  msmbars. They are paid am- 
mission and bonuses." 

. r lv i s ion  of  Finance and Management: The divis ion  d i m c t a  t h e  
- 

P ffairs  of the  carporntion, dma pub;Lia m l a t i o n s  work, and 
i s  working t o  s e t  up a cmdit union f o r  t h e  mmbers use. 



*******  ***** ******** ***  

:.chnCule C of Farm 1024 requested you t o  1iDe8cribe tiny earv ices  you perform 
for rnardsars o r  others, 'I Your i%sgonsta we8 : 

"ea tab l ioh  c m d i r  union, debt  collection eerv iae  t h r u  l e g a l  division 
f o r  member accounts, bookkeeping eystama, i n fo rmt i an  BQIV~CI~ on 
w h ~ m  t o  go t o  get thinga done, Debt mlleation is thm an attorney 
arid n o t  t l m  ****   o r  a colleation agenay par foe a r m m g m t e  with t h e  
individual, mambers, Aocounting division available t o  halp Bet up 
books o f  rnembers,Crrrdit Union i a  in t h e  process o f  being appl ied  for  
through ****** o f f i c e .  " 

Scc-tion 501(c) ( 6  ; of: t h e  I n t e r n a l  Ravenus Code provides exemption f o r :  

"711s.ine.s~ Isagueo, chanlbere o f  aaamwme , . . *not organized far p r o f i t  
and no part  o f  t h e  n e t  earnings cP whioh inures  t o  t he  bene f i t  of 
any pr*ivate ahareholder or  ind iv idua l  .I' 

St!ction l .SOl(c)(6)-1 of t h e  I n m  Tax Regulstiona provides t h a t ,  f ~ r  
an  ~>rgnniznt ion  t o  be exempt, i ts  a c t i v i t i e s  must be: 

" . . . d i r e c t e d  t o  t h e  improvement of b u i n e s s  condit ions of  one or 
nom lirles of businsse as dirstfnlylshad f m m  t he  performance of 
,,nl.t i c l l l ~ r  s o m i c a s  f o r  individual  persons. , . 'I 

; k c t i o n  1 . 5 n l ( c ) ( 6 ) - 1  of t h e  Incom Tax Regulations provide6 t h a t :  

' ' A  5usinfis.q league is an association of persons having some c o m n  
business i n t e r o s t ,  tho  purpoee of  which is t o  promote ~ u c h  common 
i n t e r e s t  alld not  t o  engage i n  a mgular business of  a kind o r d i n a r i l y  
c n r r i < ? d  on f o r  p r o f i t , , . e n n  though t h e  business is conducted on a 
aooparntivc basis cr ? r o d u c o ~  only s u f f i c i e n t  income t o  be s e l f -  
~ lunta ln i r ip , .  . ." 

You am 01-i;nnizod and cperated primari ly  fop the  bene f i t  of your mmbera 
o n l y ;  thcxlofnre, your a c t i v i t i e s  cannot be sa id  t o  be d i r ea t ed  t o  t he  
Iml:rv~;remont of business  condit ions o f  one OF mdre l i n o s  of businass .  

Tile rln j o r i t y  of your a c t  i v i t  iea involvs rendering p a r t i c u l a r  s e rv i ces  
f o r  yolc. i.ndividual med~era. &venue Ruling 64-315, 1964-2 C.B.  147 
I ~ o l ~ l r c  thqt adve17tising which aarrida t h e  names of mmbers constitutes 
t hcl. pc r f  o r~n~ance  of pa r t  .i.culax sorv iccs  ; thorn fom , even your planned 
ar,: i.vi t i r ) , ~  i;,cI llde r e n d e r i n g  par t icular  sa.rvicu8. 



********* ********* *******  * ***  

You pay naleorrrsn  commission^ and bonumss. Exompt Organizations m a  
permlttad t o  pay reaeonable aoqmnmtfon for aerv!r-3s m n d e d ;  howevar, 
w h ~ n  cornpansation i s  flexible, coapnea+,!on ~ 2 . 4  ha unreasonable and 
result i n  inuremant t o  th benefit of  pr ivate  individuals ,  You did not 
F u l l y  explain your debt aot:raotion earnice! however, it apfiearo t h a t  you 
n s o i g n  or appoint an attorney t o  perform that service, In t h a t  a i tua t ion  
you enllance t h e  at torney's  income (pmvids inuregwnt) evon thcugh aatual 
yriynent f o r  t h e  ecrvioa is made by the mmber t o  the  attorney. 

Cn the basis of t h e  infomat ion submitted, we conclude t h a t  you are not 
exempt f r o m  Fcdaral inconn tax under Code sec t ion  S 0 l ( c ) ( 6 ) .  Therefurn, 
you n m  rc-quimd to file Federal Incamo tax returns on Form U20. 

Tf y(.>u do not agree with t h e e  amalwsiona, YOU my,  w i t h i l :  70 days from 
t h e  d , ~ t ~  of t h i s  l e t t e r ,  f i l e  i n  duplicate a b r i e f  of the f ec ta ,  law, 
and  a ~ ~ i g u m n t  t h ~ t  c l ea r ly  s e t 8  forth your position. If you desire an 
oral. d i n c l ~ s e i o n  of the  i s sue ,  please indioate t h i s  li.n yam pro t sa t .  The 
enclosed Publication 092 givas ina t ruct ions  for  f i l i n g  8 protaat. 

IF you do not Pile a p m t e a t  with t h i s  office within 30 day6 of t h e  date 
of this report o r  l e t t o r ,  t h i c  proposed determination will become f i n a l .  

I f  you asw(?e with these conclusions o r  do not wish t o  f i l e  a wri t tan  
1'1'0ti33~, ;l lease sip;n and return Form 601.0 i n  the encl.osed self -addreecred 
nl\vt-lopn 7 3  scan as possible. 

If ,r3u h3t - -  eny f u r t h e r  quostlona, please c c m t a ~ t  the person whooe nar~e 
nnd t a l u r l ~ ~ o r ~ c  nmhsr  arc show? a t  the  baginning of t h i s  l e t t a r .  

Sincerely yours, 

** *** ******* 
Dis t r i c t  Dimctor 


